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Honorable Jerry Luke LeBlanc, Chairman
Performance Review Subcommittee of the
  Joint Legislative Committee on the Budget
  and Members of the Subcommittee
P.O. Box 44294
Baton Rouge, LA 70804

Re:  Exceptional Performance and Gainsharing Incentive Program
Proposal by the Department of Health and Hospitals,
Financial Research and Planning Division

Dear Committee Members:

In accordance with Louisiana Revised Statute (R.S.) 39:87.5(D)(8), we have completed
our analysis of the material and substantive accuracy of the proposal submitted by the
Department of Health and Hospitals (DHH), Financial Research and Planning Division, for a
reward based on the Exceptional Performance and Efficiency Incentive Program.  The proposal
submitted by DHH asks for $12,500 in supplemental compensation for an individual employee
based on his exceptional performance in accurately forecasting Medicaid expenditures for fiscal
years 2001 and 2002.

Attachment 1 to this letter provides the results of our verification and analysis of the
proposal (Attachment 2).  In summary, our verification found the following:

•  DHH’s Financial Research and Planning Division requests supplemental
compensation of $12,500 for Dr. Bhaskar Toodi.  Dr. Toodi was employed by
DHH for the entire period covered by the incentive proposal (fiscal years 2001
and 2002).

•  The proposal is materially accurate except for the following items:

•  The total forecasted Medicaid expenditure amount included in the
incentive proposal for December 2001 is inaccurate according to the
monthly reports that Dr. Toodi submitted to the legislature and other users.
There is a discrepancy of $61,782,373.  The proposal states that the
forecast accuracy rate for December 2001 was 99.2%; however, we found
it was actually 97.7%.
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•  The forecasted Medicaid expenditure for private providers included in the
incentive proposal for the month of December 2001 is inaccurate
according to the monthly reports that Dr. Toodi submitted to the
legislature and other users.  There is a discrepancy of $68,892,250.  The
proposal states that the forecast accuracy rate for December 2001 was
99.8%; however, we found it was actually 97.5%.

•  As a result of the inaccuracies in the forecasts for December 2001, the
proposal (on pages 1, 4, 6, and 8) contains mistakes concerning
forecasting accuracy rates.  Page 1 of the proposal states that Dr. Toodi
has produced forecasts with an astounding rate of accuracy between 99.2
and 99.9%.  We found that Dr. Toodi’s monthly accuracy has ranged from
97.5 to 99.9%.  The other three errors in statements about forecasting
accuracy are small and considered by us to be immaterial.

•  The value reported in the proposal for one performance indicator named
Number of TPL claims processed does not agree with the value reported in
LaPAS (the Louisiana Performance Accountability System).  We did not
test the reliability of the values reported for the performance indicators on
page 5 and the two subsequent pages of the proposal because these
performance data do not reflect the efforts associated with activities
forming the basis of this proposal.

I hope this information is useful in your legislative decision-making.  A copy of this
information has been provided to DHH.

Sincerely,

Daniel G. Kyle, CPA, CFE
Legislative Auditor

DGK/dl
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Office of the Legislative Auditor
Department of Health and Hospitals (DHH) -
  Financial Research and Planning Division
  Verification of Proposal Based on the Exceptional
  Performance and Efficiency Incentive Program

Louisiana Revised Statute (R.S.) 39:87.5(D)(8) requires the legislative auditor to verify
the material and substantive accuracy of the information contained in a proposal submitted
pursuant to the Exceptional Performance and Efficiency Incentive Program.  R.S. 39:87.5(D)
provides the types of performance to be achieved to qualify for a reward.  A proposal may be
based on exceptional performance wherein an agency demonstrates that it has consistently met or
exceeded a significant number of the standards for its key and supporting performance indicators
related to a particular activity.

DHH, Financial Research and Planning Division bases its proposal (see Attachment 2) on
exceptional performance, specifically the achievement of Dr. Bhaskar Toodi in accurately
forecasting the expenditures of the Medicaid system.  Dr. Toodi issues his first forecast for total
fiscal year expenditures in December, after a trend in Medicaid expenditures for the fiscal year
has become established.  He then updates the December forecast each month thereafter.

Proposed Reward Amount

DHH is requesting supplemental compensation of $12,500 for Dr. Toodi.  State Civil
Service Rule 6.16.3 states that to be eligible for any gainsharing program, an employee must
have been employed in the agency, program, or activity during the period when efficiencies were
realized and at the time that the reward is distributed.

DHH based its proposal on performance data from fiscal years 2001 and 2002.  Dr. Toodi
was employed by DHH for both of these fiscal years.

Accuracy of Information in the Proposal

The proposal (Attachment 2, page 2) states that the forecast accuracy rate for total
Medicaid expenditures for December 2001 was 99.2%; however, it was actually 97.7%.
The total forecasted Medicaid expenditure amount included in the incentive fund proposal for
December 2001 is inaccurate according to the monthly reports that Dr. Toodi submitted to the
legislature and other users.  There is a discrepancy of $61,782,373 between the forecasted
amounts contained in the proposal and in the source document furnished to us by Dr. Toodi.  It
appears that the wrong number was used in the proposal to calculate the accuracy percentage for
December 2001.

The proposal (Attachment 2, page 2) states that the forecast accuracy rate for
private providers’ expenditures for December 2001 was 99.8%; however, it was actually
97.5%.  The forecasted amount for the private provider expenditures shown in the incentive fund
proposal for December 2001 differs from the monthly reports that Dr. Toodi submitted to the
legislature and others.  There is a discrepancy between the forecasted amounts contained in the



Attachment 1

Department of Health and Hospitals, Financial Research and Planning (Medicaid Forecasting) Page 2

proposal and in the document furnished to us by Dr. Toodi.  The figure in the proposal was
increased from the December 2001 forecast to include an additional $68,892,250.  A footnote on
page 2 of Attachment 2 of the proposal refers to this addition.

Other Inaccuracies in Forecast Accuracy Rates

•  (Page 1 of the Proposal) - As a result of these changes in forecast accuracy for
December 2001, the statement on page 1 of the proposal concerning Dr. Toodi’s
accuracy is inaccurate.  Page 1 of the proposal states that Dr. Toodi has produced
forecasts with an astounding rate of accuracy ranging between 99.2 and 99.9%.
We found that Dr. Toodi’s monthly accuracy has ranged from 97.5 to 99.9%.

•  (Page 4 of the Proposal) - The revisions to the forecast accuracy for December
2001 result in the forecast accuracy rate for private provider expenditures to be
99.5% for fiscal year 2002, as compared to 99.8% stated on page 4 of the
proposal.

•  (Page 6 of the Proposal) - The revisions to the forecast accuracy for December
2001 result in the forecast accuracy rate for total Medicaid expenditures to be
99.2% for fiscal year 2002.  Thus, the statement on page 6 of the proposal that the
accuracy rate was 99.5% for fiscal year 2002 is inaccurate.  In addition, the
Average forecast variation percent for fiscal year 2001 should be 0.3%, instead of
the 0.2% contained in the proposal.

•  (Page 8 of the Proposal) - The statement on page 8 that Dr. Toodi compiled a
99.8% accuracy level of forecast for fiscal year 2002 is inaccurate.  Again, we
found that the accuracy rate for total Medicaid expenditures was 99.2% in fiscal
year 2002.

The value reported in the proposal for one performance indicator, Number of TPL
claims processed, does not agree with the value reported in LaPAS (Louisiana Performance
Accountability System).

Proposal LaPASNumber of Third Party Liability
(TPL) claims processed Standard Actual Standard Actual

Fiscal Year 2002 3,190,000 3,190,000 4,550,000 5,010,228

We did not test the reliability of the values reported for the performance indicators on page 5 and
the two subsequent pages of the proposal because these performance data do not reflect the
efforts associated with activities forming the basis of this proposal.
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